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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Treasury 
Division,  Department  of  Administration  for  the  year  ended  June  30, 
1979. 

The  audit  was  conducted  by  DeVries  and  Morgan,  C.P.A.s,  under  a 
contract  between  the  firm  and  our  office.   The  comments  and  recom- 
mendations contained  in  this  report  represent  the  views  of  the  firm 
and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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SUMMARY  OF  RFCOMMENDATIONS 
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The  Emplojnnent  Security  Demand  Accounts  be  removed  from  the 

Treasury  Divisions  Statement  of  Cash  Position.  13 

Agency  Reply:   We  Concur  18 

Close  all  Helena  bank  accounts  other  than  the  Northwestern  Bank  13 
account  and  the  Bond  and  Coupon  Account  at  First  National  Bank. 

Agency  Reply:   Do  not  Concur  19 

Revision  of  the  report  for  outside  banks  separating  the  banks  using 

bank  statement  balances  from  the  banks  with  the  treasurers  adjusted  ., 

balance.  

Agency  Reply:   Do  not  Concur  22 

The  Treasury  Division  attempt  to  increase  the  number  of  banks  ^, 

for  which  a  treasurers  adjusted  balance  is  calculated.  

Agency  Reply:   We  Concur  22 

The  Treasury  Division  should  establish  review  procedures  for  the  ,, 

reports  of  treasurers  adjusted  balance.  

Agency  Reply:   We  Concur  22 

Banks  outside  Helena  should  be  informed  that  the  use  compensating 

balances  has  been  discontinued.  14 

Agency  Reply:   Do  not  Concur  22 

The  number  of  banks  on  the  wire  transfer  system  be  reduced  to  a  ,, 

minimum.  

Agency  Reply:   We  Concur  22 

Money  should  be  obtained  from  the  University's  prior  to  the  treasuer 

remitting  the  money  to  the  fiscal  agents  for  bonds  and  coupons.  15 

Agency  Reply:   We  Concur  23 


SUMMARY > OF  RECOMMENDATIONS  (Continued) 
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The  Treasury  Division  should  compare  the  amounts  maintained  as 

collateral  for  the  banks  to  the  cash  balances  maintained  at  the  banks.  15 

Agency  Reply:   We  Concur  23 

Mr.  Zimmerman's  work  be  reviewed  on  a  regular  basis  and  another 

employee  be  trained  in  the  collateral,  area.  15 

Agency  Reply:  Do  not  Concur  24 

We  recommend  bearer  instruments  for  contractors  deposits  be  kept  in 

the  vault  with  controlled  access.  15 

Agency  Reply:  Concur  24 

We  recommend  another  employee  be  trained  to  handle  the  contracts 

deposits  and  the  Treasury  Division  establish  procedures  for  review 

of  the  work  performed  in  this  area.  15 

Agency  Reply:   Concur  25 

The  SBAS  report  be  change  to  show  total  deposits  on  hand  by  contractors.  15 

Agency  Reply:   Do  not  concur  25 

The  agency  insure  the  State  of  Montana  is  listed  as  an  owner  of 

the  certificate  of  deposit  used  for  contractors  deposits.  16 

Agency  Reply:   Concur  25 

The  transaction  date  on  collection  reports  be  the  date  of  deposit.  16 

Agency  Reply:   Concur  26 

Montana  State  University  only  change  bank  accounts  on  a  yearly  basis 

instead  of  monthly.  17 

Agency  Reply:   Concur  27 

The  program  used  by  Montana  State  University  to  record  collection 

reports  be  revised  to  show  amount  of  deposit  to  the  bank  account.  17 

Agency  Reply:   Concur  27 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 
Collection  reports  should  be  sent  to  the  treasury  on  a  current  basis.         17 
Agency  Reply:     Concur 


Montana  State  University  be  required  to  deposit  directly  to  a  treaury 
account . 


28 


16 


Agency  Reply:   Do  not  Concur  27 


la^I^na,  Mt.  59601 


^Bctifxsh  Publtr  Arrountanta 
Satablialypei  19T7 


400  442-TB50 


September  28,  1979 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature 


We  have  examined  the  Statement  of  Cash  Position,  the  Schedule  of  Long  Range 
Building  Bonds  and  the  Schedule  of  General  Obligation  Highway  Bonds  as  of  June  30; 
1979.   Our  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards  and  accordingly  included  such  tests  of  the  accounting  records  and  other 
auditing  procedures  we  considered  necessary  in  the  circumstances,  except  as 
indicated  in  the  following  paragraphs. 

We  did  not  audit  the  Employment  Security  Division  bank  accounts  as  these  accounts 
are  outside  the  State  Treasury  system.   We  did  not  test  the  balances  presented 
for  investments,  since  these  investments  are  examined  by  other  auditors. 


We  did  not  audit  the  June  30,  1978  Statement  of  Cash  Position, 
was  previously  audited  by  Montana  Legislative  Auditors. 


This  statement 


In  our  opinion  the ■ Statement  of  Cash  Position,  the  Schedule  of  Long  Rang  Buildinj 
Bonds  and  the  Schedule  of  General  Obligation  Highway  Bonds  farily  present  the 
balances  they  purport  to  present  as  of  June  30,  19  79. 


A'  l/r 


DeVries  and  Morgan 
Certified  Public  Accountants 
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DEPARTMENT  OF  ADMINISTRATION 
TREASURY  DIVISION 


STATEMENT  OF  CASH  POSITION 


JUNE  30,  19  79 


JUNE  30,  1978 


ASSETS 

Cash 

Cash  on  hand 

Cash  in  Employment  Security 

Division  accounts 
Cash  in  demand  accounts 
Cash  in  U.S.  Treasury 
Total  cash 


8,000 

1,350,250 
10,276,236 
15,551,402 
27,185,888 


10,000 

1,538,317 

8,772,352 

7,447,155 

17,767,824 


Investments 

Certificates  of  deposit 
STIP  Units  at  cost 
Other  investments  at  cost 
Total  investments 


300,000 

121,125,684 

80,448,086 

201,873,770 


1,400,000 

109,436,886 

74,587,431 

185,424,317 


Other  Assets 

Purchased  bonds  and  coupon  clearing  accounts 


886,453 


476,464 


TOTAL  ASSETS 


229,946,111 


203,668,605 


FUND  ACCOUNTABILITY 

Accountability  for  cash  in  Treasury 
Accountability  for  outstanding  warrants 

TOTAL  ACCOUNTABILITY 


173,658,472 
56,287,639 

229,946,111 


160,752,717 
49,915,888 

203,668,605 


The  accompanying  notes  to  financial  statements  are  an  integral  part  thereof 


DEPARTMENT  OF  ADMINISTRATION 

TREASURY  DIVISION 

SCHEDULE  OF  LONG  RANGE  BUILDING  BONDS 

JUNE  30.  1979 


Series  I  5,245,000 

Series  2  7,745,000 

Series  4  1,570,000 

Series  5  1,675,000 

Montana  College  of  Mineral  Science  2 ,245 ,000 

Total  Long  Range  Building  Bonds  18,480,000 


SCHEDULE  OF  GENERAL  OBLIGATION  HIGHWAY  BONDS 
JUNE  30,  19  79 


General  Obligation  Highway  Bonds        6,745 ,000 


The  accompanying  notes  to  financial  statements  are  an  integral  part  thereof 


DEPARTMENT  OF  ADMINISTRATION 

TREASURY  DIVISION 

NOTES  TO  STATEMENT  OF  CASH 

POSITION  AND  SCHEDULE  OF 

LONG  RANGE  BUILDING  BONDS  AND 

GENERAL  OBLIGATION  HIGHWAY  BONDS 


1.  General  Fiscal  Duties  of  State  Treasurer  -  17-1-111  MCA  1979: 

The  State  Treasurer  shall  be  the  custodian  of  all  moneys  and  securities  of 
the  state  unless  otherwise  expressly  provided  by  law.   It  is  the  duty  of  the 
State  Treasurer  to: 

(a)  receive  and  account  for  all  monyes  belonging  to  the  state  not  expressly 
required  by  law  to  be  received  and  kept  by  some  other  person; 

(b)  pay  warrants  out  of  the  funds  upon  which  they  are  drawn; 

(c)  upon  payment  of  any  warrant,  take  upon  the  back  thereof  the  receipt  of 
the  person  to  whom  it  is  paid; 

(d)  keep  an  account  of  all  moneys  received  and  disbursed; 

(e)  at  the  request  of  either  house  of  the  legislature  or  of  any  committee 
thereof,  give  information  in  writing  as  to  the  condition  of  the  treasury 
or  upon  any  subject  relating  to  the  duties  of  his  office; 

( f )  discharge  such  other  duties  as  may  be  imposed  upon  him  by  law. 

2 .  Cash  on  Hand: 

The  Treasury  Division  maintains  cash  at  its  office  in  the  Mitchell  Building 
to  cash  state  warrants  presented  to  it.   Eight  thousand  dollars  is  kept  on 
hand  except  on  state  pay  day  when  additional  cash  is  obtained  to  cover  cash 
requirements  due  to  the  increase  in  the  number  and  amount  of  state  warrants 
presented . 

3 .  Cash  in  Employment  Security  Division  Accounts: 

These  accounts  are  controlled  and  reconciled  by  the  Employment  Security  Division 
The  Treasury  Division  does  not  receive  bank  statements  nor  write  checks  on 
these  accounts . 

4.  Cash  in  Demand  Accounts: 

This  represents  the  amount  of  money  held  in  demand  accounts  as  of  June  30, 
The  demand  accounts  are  held  in  161  banks.   The  demand  account  balance  also 
includes  $5,386,233.67  held  in  the  State  Treasurer's  account.   The  amount  in 
the  State  Treasurer's  account  is  basically  a  deposit  in  transit,  these  funds 
were  received  and  deposited  by  the  Treasurer's  office  on  June  29th  and  not 
recorded  by  the  bank  as  deposits  until  Junly  2,  1979.   The  banks  with  the  demand 
accounts  are  collerterilized  as  required  by  state  law. 

5 .  Cash  in  U.S.  Treasury: 

The  account  is  for  unemployment  insurance  collections  and  it  is  maintained 
because  the  law  requires  that  the  collections  flow  through  an  account  with 
the  United  States  Treasurer. 


NOTES  CONTINUED 

6 .  Investments : 

The  investments  are  stated  at  cost.   Fair  market  value  of  investments  at 
June  30,  1979  was  $202,049,411.00. 

7 .  Purchased  Bonds  and  Coupon  Clearing  Accounts: 

This  account  represents  balances  with  fiscal  agents  for  bonds  and  coupons. 
The  money  required  at  each  due  date  is  sent  to  the  fiscal  agent  just  prior 
to  the  date  required  by  the  bond  issue.   Ths  fiscal  agents  return  the  cancelled 
bonds  and  coupons  to  the  Treasury  Division  at  various  dates  usually  within 
three  months  of  the  date  of  payment. 

8.  Accountability  for  Outstanding  Warrants: 

This  account  represents  $56,007,366  in  outstanding  warrants  issued  by  the 
State  Auditor  and  $280,272  outstanding  warrants  issued  by  Workmens  Compensation 
Division.   All  warrants  over  one  year  old  are  stale  dated  and  removed  from 
the  outstanding  lists. 


OBJECTIVE  OF  INTERNAL  CONTROL  REVIEW 

We  have  examined  the  Statement  of  Cash  Position,  Treasurer's  Cash  Accountability 
Account  of  the  Treasury  Division  and  Schedule  of  Long  Range  Building  Bonds  and 
General  Obligation  Highway  Bonds  of  the  Department  of  Administration  for  the 
fiscal  year  ended  June  30,  l'^79.   As  part  of  our  examination,  we  made  a  study 
and  evaluation  of  the  division's  system  of  internal  accounting  control  to  establish 
a  basis  for  reliance  thereon  in  determining  the  nature,  timing,  and  extent  of  other 
auditing  procedures  necessary  for  expressing  an  opinion  on  the  Statement  of  Cash 
Position,  Treasurer's  Cash  Accountability  Account,  and  Schedule  of  Long  Range  Building 
Bonds  and  General  Obligation  Highway  Bonds,  and  to  assist  in  planning  and 
performing  our  examination  of  the  financial  statement. 

The  objective  of  internal  accounting  control  is  to  provide  reasonable,  but  not 
absolute,  assurance  as  to  the  safeguarding  of  assets  against  loss  from  unathorized 
use  or  disposition,  and  the  reliability  of  financial  records  for  preparing  financial 
statements  and  maintaining  accountability  for  assets.   The  concept  of  reasonable 
assurance  recognizes  that  the  cost  of  a  system  of  internal  accounting  control 
should  not  exceed  the  benefits  derived  and  also  recognizes  that  the  evaluation  of 
these  factors  necessarily  requires  estimates  and  judgements  by  management. 

Our  examination  would  not  necessarily  disclose  all  weaknesses  in  the  system  of 
internal  accounting  control  because  it  was  based  upon  selective  tests  of  accounting 
records  and  related  data.   However,  our  study  and  evaluation  disclosed  conditions 
that  we  believe  to  be  material  weaknesses  in  the  internal  accounting  controls 
established  by  the  division  and  the  division's  compliance  with  those  controls. 
We  discuss  these  weaknesses  in  this  report. 


APPOINTIVE  AND  ADMINISTRATIVE  OFFICIALS 


DEPARTMENT  OF  ADMINISTRATION 


TREASURY  DIVISION 


David  Lewis  Director  of  the  Department  of 

Administration  and  "Ex  officio" 
State  Treasurer 

Vera  S.  Fresemen  Administrator,  Treasury  Division 
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SUMMARY  OF  PRIOR  YEAR  REPORT 
RECCMMENDATIONS  AND  DISPOSITION 


We  have  reviewed  the  previous  audit  and  prepared  the  following  synopsis  of 
recommendations  and  their  disposition  as  of  June  30,  1979. 

1.  Recommendation :   The  Department  of  Administration  implement  procedures  to 
achieve  timely  submission  of  collection  reports. 

Status :   The  primary  reason  for  the  above  recommendation  was  the  method  used 
by  the  Treasury  Division  during  fiscal  year  ended  June  1978  to  draw  down 
cash  balances.   The  Division  used  the  bank  balance  reported  on  the  SBAS 
daily  cash  report. 

The  Treasury  Division  now  reduces  the  bank  balances  using  information  recieved 
by  calling  banks  every  other  day  and  requesting  the  current  balance.   The 
Treasury  Division  informs  agencies  when  collection  reports  have  not  been 
received  by  them. 

2.  Recommendation :   Transfer  moneys  in  the  bond  and  coupon  account  to  the  clearing 
bank  to  provide  for  its  investment. 

Status:   The  Treasury  still  has  a  bond  and  coupon  account  but  the  balance  is 
now  monitored  on  a  monthly  basis.   The  treasurers  average  daily  balance  in 
the  account  from  January  1979  thru  July  1979  was  $34.00. 


3.  Recommendation:   The  Department  of  Administration  work  with  the  State  Auditor 
to  determine  the  best  method  of  accounting  for  returned  warrants. 

Status:   There  has  been  no  change  in  the  method  of  accounting  for  returned 
warrants  since  the  last  audit.   As  of  June  30,  1979,  $97,402  of  the  warrants 
were  returned  to  the  State  Auditor  for  various  reasons.   The  account  for 
outstanding  warrants  is  not  under  the  Treasury  Division  control,  but  is  the 
State  Auditors  responsibility. 

4.  Recommendation :   The  Board  of  Investments  ensure  that  the  final  negotiated 
compensating  balances  are  equitable  for  both  the  State  of  Montana  and  the 
depository  banks. 

Status:   The  Board  of  Investments  discontinued  the  use  of  compensating  balances 
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5.  Recoramendation :  Implement  written  procedures  to  maintain  the  amount  of 
state  moneys  in  depository  banks  at  agreed  upon  balances. 

Status :  The  Board  of  Investments  established  a  policy  at  their  August  1979 
board  meeting.   The  new  policies  are  discussed  in  the  current  reconmendations 
section  of  the  report. 

6.  Recommendation:  Consider  consolidating  state  deposits  into  one  depository 
bank  in  each  Montana  town. 

Status :  The  Treasury  Division  has  not  consolidated  the  accounts  but  they  are 
still  considering  the  possibility. 

7.  Recommendation:  Periodically  review  accounting  records  to  disclose  discrepancies 
between  securities  recorded  and  securities  actually  held. 

Status :   This  has  not  been  done. 

8.  Recommendation :   Record  all  needed  information  for  contractor  deposits  on  I 
SBAS .                                                                            1 

Status :   This  recommendation  has  been  implemented  by  the  Treasury  Division. 

9.  Recommendation :  Issue  a  receipt  to  the  Contractor  and  the  agency  awarding 
the  contract  for  each  security  received. 

Status :   The  Treasury  Division  issues  receipts  for  all  securities  received 
for  new  projects.   During  the  year  the  Treasury  Division  started  issuing 
receipts  for  subsititued  securities;  this  procedure  has  now  been  discontinued 
at  the  request'  of  the  awarditig  agencies. 

10.  Recommendation :   Fully  insure  the  states  bearer  instruments  or  establish  a 
policy  to  coinsure  securities  exceeding  the  policy  amount. 

Status :   The  Treasury  Division  increased  its  insurance  coverage  on  bearer 
instruments  from  $990,000  to  $1,500,000. 

11.  Recommendation :  Deposit  all  CETA  checks  upon  receipt. 

Status :   The  Employment  Security  Division  no  longer  issues  CETA  checks. 
Transfers  are  made  by  issuing  no  warrant  transfers. 

12.  Recommendation :  Comply  with  Section  17-6-222,  MCA  1979  or  seek  legislation 
to  change  the  law. 

Status :   The  law  was  repealed  during  the  1979  legislative  session. 
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CURRENT  YEAR  RECOMMENDATIONS 
Cash  in  Demand  Accounts 

1 .  Employment  Security  Division  Accounts 

The  Treasury  Division  has  no  control  or  responsibility  for  these  accounts 
but  they  appear  in  the  Treasury  Division  Statement  of  Cash  Position. 

Recommendation :  Unless  the  responsibility  for  this  account  is  moved  to 
the  Treasury  Division  we  recommend  that  it  be  excluded  in  the  Statement 
of  Cash  position  for  the  treasury. 

2 .  Demand  Deposit  Balances  in  Depository  Banks 

a.  Helena  Banks  -  Northwestern  Bank  was  awarded  the  State's  business  for 
five  years  beginning  July  1,  1978  on  the  basis  of  its  bid  accepted  by  the 
Board  of  Investments  providing  various  banking  services  for  the  State  in 
exchange  for  the  state  maintaining  an  average  daily  collected  balance  of 
$3,200,000.   A  daily  record  of  collected  balances  is  maintained  on  this 
account  and  the  method  appears  to  be  working  according  to  the  bid  requirements, 

The  other  Helena  banks  are  required  to  wire  transfer  collected  balances 
on  a  daily  basis  to  Northwestern  Bank.   At  the  present  time,  the  Treasury 
Division  is  not  monitoring  the  Helena  banks. 

Recomnendation :  We  recommend  that  except  for  the  bond  and  coupon  account 
at  First  National  Bank  all  the  Helena  bank  accounts  be  closed.   This  would 
require  all  state  agencies  to  make  their  deposits  at  the  Treasurers  Office 
in  the  Capitol  Complex  or  at  Northerwestern  Bank  in  downtown  Helena. 
Benefits  accuring  from  the  closures  would  be  the  reduction  of  record  keeping 
procedures  and  the  availability  of  funds  for  investment. 

If  the  Helena  bank  accounts  are  not  closed,  we  then  recommend  the  Treasury 
Division  monitor  the  accounts  by  computing  the  treasurers  adjusted  balance 
on  a  daily  basis  to  insure  that  the  banks  are  wire  transfering  their  funds 
as  required. 

b.  Banks  outside  Helena  -  During  the  fiscal  year  several  changes  were  made 
in  the  methods  used  by  the  Treasury  Division  to  maintain  balances  in  the 
banks  as  low  as  possible.   In  July  of  1978  the  Treasury  Division  was 
calling  the  20  banks  with  the  greatest  dollar  volume  and  requesting  the 
balance  in  the  states  account.   On  the  basis  of  this  information  money 

was  transfered  by  check  to  Northwestern  Bank.   The  remainders  were  wire 
draw  down  banks  which  were  requested  to  transfer,  on  a  weekly  basis  the 
amount  in  excess  of  the  agreed  upon  compensating  balance.   This  system 
was  not  working  as  well  as  expected  and  the  banks  had  to  be  monitored 
closely  to  assure  that  the  wire  transfers  were  being  made. 
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Starting  in  June  of  1979  the  Treasury  Division  obtained  an  additional 
employee  to  enable  the  Division  to  maintain  records  on  the  treasurers 
adjusted  balances  in  the  banks  outside  Helena  and  to  call  all  banks  at  least 
weekly.   Information  was  prepared  for  the  months  of  May,  June  and  July 
computing  the  treasurers  adjusted  balance  (daily  balance  shown  on  the  bank 
statements  adjusted  for  a  one  day  delay  in  deposits  and  float  for  outstanding 
draw  down  checks)  for  the  banks  outside  Helena.   The  treasurers  adjusted 
balances  were  as  follows: 

May  $2,192,242 

June  ■    1,828,759 

July  1,777,695 

The  balances  were  overstated  because  the  bank  statement  balance  instead 
of  the  treasurer's  adjusted  balance  was  used  for  76  banks.   We  recognize, 
that  with  the  present  personnel  it  is  impossible  to  compute  the  treasurers 
adjusted  balance  on  all  the  accounts.   However,  we  think  the  reports 
should  indicate  the  balances  seperately;  that  is  the  number  of  banks  with 
treasures  adjusted  balance  and  the  number  of  banks  with  adjusted  bank 
balances . 

We  reviewed  the  treasurers  adjusted  balances  for  July  and  found  several 
mistakes;  net  change  should  have  been  a  decrease  in  the  balance  to  $1,661,189. 
In  our  review  of  the  July  reports  we  noted  several  wire  transfer  banks 
had  not  transfered  any  money  during  the  month  of  July.   We  also  noted  that 
several  of  the  wire  transfer  banks  were  transfering  funds  down  to  the 
former  agreed  upon  compensating  balances  which  we  understood  were  no 
longer  in  effect. 

The  information  on  bank  balances  was  presented  to  the  Board  of  Investments 
board  meeting  in  August  of  1979  and  the  board  decided  to  require  that  "the 
treasurer  minimize  balances  in  banks  outside  of  Helena  to  a  $2.5  million 
rolling  12  month  average  for  the  outside  bank  balances  on  a  collected  basis." 
The  Treasury  Division  will  provide  the  board  with  monthly  report  on  bank 
balances  in  outside  banks. 

The  new  system  of  keeping  a  record  by  month  of  the  balances  in  the  banks 
outside  of  Helena  appears  to  be  an  improvement.   The  Treasury  Division 
now  has  a  goal  to  work  toward  and  a  method  of  self  evaluation  that  shows 
what  kind  of  job  is  being  done. 

Recotnmendations  : 


1.  The  report  should  not  mix  treasurers  adjusted  balances  with  balances 
that  are  bank  statement  balances. 

2.  The  Treasury  Division  should  attempt  to  compute  treasures  adjusted 
balance  on  more  banks. 

3.  At  the  present  time  no  one  is  reviewing  the  treasurers  adjusted  balance 
reports,  we  recommend  a  policy  be  implemented  to  provide  for  a  review  of 
the  reports. 

4.  We  recommend  that  the  banks  be  informed  they  are  no  longer  allowed  to 
keep  a  compensating  balance. 

5.  We  recommend  that  the  number  of  banks  on  the  wire  transfer  system  be 
decreased  to  a  minimum. 
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B .  Purchased  Bonds  and  Coupon  Clearing 

The  Treasurers  Office  remits  funds  to  fiscal  agents  for  various  bond  issues 
of  the  University  of  Montana  and  Montana  State  University  which  are  not 
general  fund  obligations.   The  money  is  sent  to  the  fiscal  agents  a  few 
days  prior  to  receipt  of  the  funds  from  the  University  Trust  accounts. 

Recommendation:  We  recommend  that  efforts  be  made  to  insure  that  the  money 
is  received  by  the  treasurers  before  they  are  required  to  send  funds  to 
fiscal  agents. 

C.  Collateral  Investments 

The  Treasurers  Office  is  responsible  under  the  direction  of  the  Board  of 
Investments  to  deposit  public  moneys  into  solvent  banks,  building  and  loan 
associations  and  savings  and  loan  associations  located  in  the  state.  All 
deposits  in  excess  of  the  amount  insured  by  the  Federal  Deposit  Insurance 
Corporation  shall  be  collaterized  by  securities  having  a  market  value  at 
least  equal  to  the  amount  of  such  deposits  so  insured.   (This  was  changed 
to  50%  by  the  1979  legislature)  During  our  audit  we  found  First  Northwestern 
Bank  of  Billings  had  $120,000  of  pledge  securities  and  the  State  had 
$2,000,000  of  certificates  of  deposit  at  the  bank  thus  the  bank  was  under 
collateralized  by  $1,780,000.   Prior  to  completion  of  our  field  work  the 
Treasury  Division  received  our  additional  pledge  for  $1,930,000  to  correct 
this  sitution. 

Recommendations : 


1.  The  Treasury  Division  should  review  the  amonts  maintained  as  collateral 
for  the  banks  to  the  balances  of  the  accounts  maintained  at  the  bank. 

2.  Mike  Zimmerman  is  in  charge  of  the  Investment  Securities  report  for  the 
Treasury  Division  but  he  appeared  to  be  the  only  employee  involved  in  this 
area.   We  recommend  that  Mr.  Zimmerman's  work  be  reviewed  on  a  regular 
basis  and  that  another  employee  be  trained  in  this  area. 

D.   Contractors  Deposits 

The  Treasury  Division  accepts  securities  from  contractors  preforming 
state  and  municipal  construction  projects  in  view  of  retainage  provisions 
in  the  construction  contract.   (18-1-301  6  18-1-202  MCA  1979)   It  is  not  the 
duty  of  the  division  to  determine  the   amount  of  each  deposit  but  to  hold 
the  securities  in  trust. 

Recommendations : 


1.  As  of  June  29,  1979  there  was  $1,250,000  in  bearer  instruments  in  the 
treasurers  possession.   These  securities  were  kept  in  the  file  with  the 
other  contractors  securities  which  is  left  unlocked  next  to  Mike  Zimmermans 
desk  during  the  day  and  moved  into  the  vault  at  night .   We  recommend  these 
securities  be  placed  in  the  vault  and  the  access  to  them  be  controlled. 

2.  We  recommend  the  Treasury  Division  establish  methods  of  reviewing  Mr. 
Zimmermans  work  from  time  to  time  and  that  another  employee  be  trained 
in  this  function. 

3.  The  SBAS  report  for  contracts  deposit  is  greatly  improved  over  the  prior 
year  and  it  is  updated  immediately  upon  receipt  of  changes.   We  found  that 
the  securities  were  recorded  using  two  different  values;  that  is  either  par 
value  or  fair  market  value.   We  recommend  that  one  value  be  consistently 
used. 
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We  think  that  the  par  value  would  be  better  since  it  does  not  change  from 
day  to  day;  the  Treasurer  is  holding  the  securities  in  trust;  the  Treasurer 
is  not  responsible  for  the  amount  of  the  deposit  required. 

4.  We  recommend  that  the  computer  report  be  changed  to  allow  reporting 
on  a  "by  contractor  basis"  instead  of  a  "by  date  basis".   This  would  be 
especially  helpful  when  a  contractor  is  subsituting  securities. 

5.  We  found  one  certificate  of  deposit  that  was  not  registered  to  the  State 
of  Montana.   The  certificate  had  indicated  only  the  contractors  name  and 
therefore  could  have  cashed  without  the  State  releasing  it.   We  recommend 
that  the  certificates  be  carefully  checked  to  insure  that  the  State  is  listed 
as  a  party  prior  to  the  issuance  of  the  letter  to  the  agency  verifing  the 
receipt  of  the  security. 

E .  Transaction  Dates  on  Collection  Reports 

We  found  during  our  audit  that  the  transaction  date  used  on  collection  reports 
could  be  one  of  three  dates: 

(1)  The  date  the  money  was  deposited  in  the  bank  or  in  the  Treasury. 

(2)  The  date  the  agency  prepared  the  report. 

(3)  The  date  the  report  was  processed  by  SBAS . 

We  recommend  that  the  dates  used  on  the  collection  reports  be  the  same  for 
all  state  agencies  and  that  the  date  used  correspond  to  the  date  of  deposit. 
This  would  allow  the  Treasury  Division  to  find  specific  amounts  on  the  bank 
statements  or  on  the  Treasury  Division  daily  cashier  report  by  going  to  the 
date  involved. 

F.  Montana  State  University 

Several  problems  were  noted  in  connection  with  deposits  and  collection 

reports  for  Montana  State  University. 

1.  During  our  audit,  we   found  that  Montana  State  University  was  making 

deposits  to  a  non-treasurary  bank  account.   Upon  discussions  with  Department 

of  Administration  officals  and  M.S.U.  officals  it  was  learned  that  the  Department 

of  Administration  had  told  M.S.U.  officals  that  they  would  be  allowed  to 

deposit  their  student  fees  to  a  non-treasury  account  for  three  or  four  days 

until  the  money  was  reconciled.   We  found  that  $1,564,976.33  collected  by 

M.S.U.  on  January  3,  1979  was  deposited  to  the  Treasury  account  as  follows: 

1-24-79  466,118.11 

1-26-79  568,615.27 

1-26-79  511,501.50 

1-31-79  18,741.45 

The  above  was  substantially  longer  than  3  or  4  days  and  resulted  in  a  loss 
of  considerable  investment  income  for  the  State.   We  also  noted  that  money 
from  fall  registration  in  the  amount  of  $2,537,486.10  was  not  deposited 
until  October  31,  1979  creating  a  loss  of  at  least  31  days  of  investment 
income  to  the  State. 
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We  recomnend  that  Montana  State  University  deposit  directly  to  the 

treasury  account  in  the  future.   We  further  recommend  that  if  the  Department 

of  Administration  ever  allows  the  use  of  non-treasury  accounts  the 

Treasury  Division  be  informed  so  they  may  monitor  the  terms  ( 3  or  4  days)  and 

be  able  to  insure  proper  collateralization . 

2.  Montana  State  University  changes  its  depository  bank  monthly  and  last 
year  they  often  times  coded  their  collection  reports  to  the  wrong  bank. 
We  recommend  that  Montana  State  University  only  change  banks  once  a 
year  or  if  that  is  impossible  that  they  attempt  to  code  their  collection 
reports  more  accurately. 

3.  The  program  M.S.U.  uses  to  enter  their  deposits  on  SBAS  shows  the  deposits 
to  the  bank  broken  down  into  individual  revenue  categories.   This  method 
makes  it  difficult  to  reconcile  the  bank.   We  recommend  that  the  program 

be  changed  to  reflect  only  total  amount  of  deposit  for  the  SBAS  demand 
account  involed. 

4.  At  the  beginning  of  fiscal  year  1979  there  was  as  much  as  a  4  month 
delay  in  M.S.U. 's  submission  of  collection  reports  and  the  deposit  recording 
on  SBAS.   This  appeared  to  corrected  by  January  of  1979,  but  it  initally 
caused  the  Treasury  Division  many  headaches.   We  reconmend  that  collection 
reports  be  submitted  on  a  timely  basis. 


In  Conclusion 

The  Treasury  Division  was  extremely  helpful  during  the  audit,  and  we 
wish  to  thank  all  of  the  employees  for  the  assistance. 
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STATE  OF  MONTANA 

DEPARTMENT  OF  ADMINISTRATION 

TREASURY  DIVISION 

THOMAS  L.  JUDGE,  GOVERNOR 


David  M.    Lewis, 

^KS^^SKfiS^,  Director 
&  Ex  Officio  State  Treasurer 


Vera  S.  Freseman 
Administrator,  Treasury  Division 


MITCHELL  BUILDING 
HELENA,  MONTANA   59601 


November  2,    1979 

De  Vries   and  Morgan 

P.O.    Box  216 

Helena,  Montana  59601 

Dear  Pat: 

In  accordance  with  your  request,  we  have  reviewed  the  report  of  the 
audit  of  the  Treasury  Division  of  the  Department  of  Administration 
and  submit  the  following  response  to  the  recommendations  contained 
in  the  report. 

A.   Cash  in  Demand  Accounts 

1.  Employment  Security  Division  Accounts 

The  Treasury  Division  has  no  control  or  responsibility  for  these 

accounts  but  they  appear  in  the  Treasury  Division  statement  of 

Cash  Position. 

Recommendation:   Unless  the  responsibility  for  this  account  is 

moved  to  the  Treasury  Division  we  recommend  that  it  be  excluded 

in  the  Statement  of  Cash  Position  for  the  treasury. 

R^^pon6e.'^     We  concjuA. 

2.  Demand  Deposit   Balances    in   Depository   Banks 

a.      Helena  Banks   -  Northwestern  Bank  was    awarded    the   State's 
business    for   five   years   beginning  July    1,    1978  on    the   basis   of 
its   bid   accented  by    the  Board  of   Investments   providing  various 
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banking  services    for   the   State    in   exchange    for   the   State  maintain- 
ing  an   average   daily    collected  balance   of   $3,200,000.    A  daily   record 
of   collected  balances    is   maintained  on    this    account   and    the  method 
appears    to  be  working   according   to    the  bid   requirements. 

The   other  Helena  banks    are   required   to  wire    transfer  collected 
balances   on   a  daily  basis    to  Northwestern  Bank.      At    the  present    time, 
the  Treasury   Division   is  not  monitoring   the  Helena  banks. 
Recommendation :      We   recommend    that    excent    for  the  bond   and   coupon 
account   at    First  National  Bank   all    the  Helena  bank   accounts  be   closed. 
This   would   require   all   state   agencies    to   make   their  deposits   at    the 
Treasurers   Office   in   the   Capitol   Complex  or   at   Northwestern  Bank   in 
downtown  Helena.      Benefits    accruing   from  the   closures  would  be   the 
reduction   of   record  keeping  procedures    and   the   availabilitv   of   funds 
for   investment. 

If    the  Helena  bank   accounts    are  not   closed,   we   then   recommend   the 
Treasury   Division  monitor   the   accounts   bv   comnuting   the   treasurers 
adjusted  balance  on   a   daily  basis    to    insure    that   the  banks    are 
wire    transfering  their   funds    as    required. 

Re6 pon^e:     We,  do  not  concuA.     It  -d)  a  convtui^ncd  ^01  6tat&  agznclu 
to  dzvoiit  monieJ>  -en  tho,  bank  moAe^t  to  tkojm.     It  -id  the  aqenCyceA 
dzcyti-ion  cu>  to  whojLZ  tkzy  dzpoA-ut  the  6tixte.'6  money,  pn.ov.ided  aJ:  aj, 
depo6-ited  dcUZy.     We  do  monitofi  all  accounts  dauZij.     The  Helena 
bank6  oAe  alZoMed  a  compensating  balance  due  to  the  laJige  volume 
0^  6tate  MoAAanti  vAocei>i>ed. 
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b.      Banks   outside  Helena  -   During  the    fiscal   year   several   changes 
were   made    in    the  methods   used  bv   the   Treasury   Division    to   maintain 
balances    in    the  bank   as    low  as   Dossible.      In  July   of   1978   the   Treasury 
Division  was    calling   the   20  banks  with    the    greatest   dollar  volume 
and   requesting   the  balance    in    the   states    account.      On   the  basis    of 
this    information  money  was    transferred  by   check   to  Northwestern  Bank. 
The   remainders  were  wire   draw  down  banks   which  were   requested   to 
transfer,    on  a  weekly  basis    the   amount    in   excess   of   the   agreed   upon 
compensating  balance.      This   system  was   not  working   as  well   as   expected 
and   the  banks  had   to  be  monitored   closely    to   assure   that    the  wire 
transfers  were  being  made. 

Starting   in  June  of   1979    the   Treasury   Division   obtained   an   additional 

employee   to   enable    the   Division    to  maintain   records    on   the    treasurers 

adjusted  .balances    in    the  banks   outside  Helena   and   to   call  all  banks    at 

least  weekly.      Information  was   prepared    for   the  months   of  May,    June 

and  Julv    computing   the   treasurers    adjusted  balance    (daily 

balance   shown  on    the   bank  statements    adjusted    for  a   one   day   delay 

in   deposits    and    float    for  outstanding  draw  down   checks)    for   the   banks 

outside  Helena.      The   treasurers    adjusted  balances   were   as    follows: 

May  $2,192,242 

June  1,828,759 

July 

The  balances   were   overstated  because    the  bank  statement  balance 

instead  of    the    treasurer's   adjusted  balance  was    used    for   76  banks. 

We    recognize,    that  with    the  present   personnel    it    is    impossible    to 

compute   the    treasurers    adjusted  balance   on   all    the   accounts.      However, 

we    think  the   reports   should   indicate   the  balances   seperately:    that    is 
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the  number  of  banks  with  treasurers  adiusted  balance  and  the  number 
of  banks  with  adjusted  bank  balances. 

We  reviewed  the  treasurers  adiusted  balances  for  July  and  found 
several  mistakes;  net  change  should  have  been  a  decrease  in  the 
balance  to  $1,661,189.   In  our  review  of  the  July  reports  we  noted 
several  wire  transfer  banks  had  not  transfered  anv  money  during  the 
month  of  July.   We  also  noted  that  several  of  the  wire  transfer  banks 
were  transferring  fimds  down  to  the  former  agreed  unon  comoensating 
balances  which  we  understood  were  no  longer  in  effect. 

The  information  on  bank  balances  was  presented  to  the  Board  of 
Investments  board  meeting  in  August  of  1979  and  the  board  decided 
to  require  that  "the  treasurer  minimize  balances  in  banks  outside 
of  Helena  to  a  $2.5  million  rolling  12  month  average  for  the  outside 
bank  balances  on  a  collected  basis."  The  Treasury  Division  will 
provide  the  board  with  monthly  report  on  bank  balances  in  outside 
banks. 

The  new  system  of  keeping  a  record  by  month  of  the  balances  in  the 

banks  outside  of  Helena  anoears  to  be  an  improvement.   The  Treasury 

Division  now  has  a  goal  to  work  toward  and  a  method  of  self  evaluation 

that  shows  what  kind  of  job  is  being  done. 

Recommendations ; 

1.   The  reoort  should  not  mix  treasurers  adjusted  balances  with 

balances  that  are  bank  statement  balances. 
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Re6POKi6e-'     OuA  fiuzajich  ■ihou)&d  35  inacJxve  banki  Mkich  looul-^.     f ^r.  . 

-in  no  di^i^tfLence,.     We  computed  the  othe.fi  28  ui-iAe.  tAom^zA  banru.     The 

gfiand  total  o^  the  2S  banfu,  loca  $324,SSZ.47,   the  TAeoAuf      6  adjusted 

Qfiand  total  of,  the  2S  banks  woi  $306,162.97.  ze  c-.' 

$1 8,719 .50.     To  calculate  the  dl{,{,eAence  o,,  oh   16  man 

houAA. 

2.  The   Treasury   Division   should   attemot    to    compute    treasurers 
adjusted  balance   on  more  banks. 

Reipon6e:     Ve  have  -i, touted  to  do  tk-a>  and  hope  by  the  end  o{,  ^-ucal 
19  80  to  have  all  active  banki,  on  a  computatxon  boAli . 

3.  At  the  present  time  no  one  is  reviewing  the  treasurers  adjusted 
balance  reports,  we  recommend  a  policy  be  implemented  to  provide  for 
a  review  of  the  reports. 

ReApon^e:     We.  concuA.     HovoeveA,  toe  wlih  to  6 tote  that  oua  f,oAm  u, 
itili  In,  the  expeAunental  6tage  and  mIH  mo6t  Likely  be  Aev-ised 
06  needed. 

4.  We  recommend  that  the  banks  be  informed  they  are  no  longer  allowed 
to  keep  a  compensating  balance. 

Re^pome:     I'Je  do  not  concuA.     Thd  a^^ect{>  only  the  mjie  tA/md^eA 
bank^  06  we  call  all  otkoji  bankii  on  a  dally  boili .     It  l6  ouA  Inten- 
tion to  phase  out  alt  nilte  tAan6{,eA£  by  the  end  o^  ^IacjoI  yeaA  19  80. 

5.  We  recommend  that  the  number  of  banks  on  the  wire  transfer  system 
be  decreased  to  a  minimum. 

Re6po>t6e:     We  concuA. 

B.      Purchased  Bonds    and   Coupon   Clearing 

The   Treasurers   Office    remits    funds    to    fiscal   agents    for  various   bond 
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issues   of   the  University   of  Montana   and  Montana  State   University 
which    are  not    general    fund   obligations.      The   money   is    sent    to   the 
fiscal   agents    a   few  days   prior   to   receint   of   the    funds    from  the 
University   Trust    accounts. 

Recommendat ion :      We   recommend  that   efforts   be  made    to    insure    that 
the  monev   is    received  by    the    treasurers   before    they   are    required 
to   send   funds    to    fiscal   agents. 
ReJ>pon6e.:     i.'l^  aoncuA. 

C.      Collateral   Investments 

The   Treasurers   Office    is   responsible   under   the   direction  of  the  Board 
of   Investments    to    deposit   public  moneys    into   solvent   banks,   building 
and   loan   associations    and  savings    and   loan   associations    located   in 
the   state.      All   deposits    in   excess   of   the   amount    insured  by    the 
Federal   Deposit    Insurance   Corporation   shall  be   collaterized  by 
securities   having   a  marked  value   at   least   equal    to    the   amount   of  such 
deposits    so    insured.       (This  was    changed    to   50%  by   the   1979    legislature). 
During  our   audit  we    found   First  Northwestern  Bank  of  Billings   had 
$120,000   of  pledge   securities    and   the   State  had    $2,000,000   of   certificates 
of   deposit   at    the  bank,    thus    the  bank  was   imder   collateralized  bv 
$1,780,000.      Prior   to    completion   of  our   field  work   the   Treasury   Division 
received   an   additional   pledge    for   $1,930,000    to    correct   this    situation. 
Recommendations : 

1.      The   Treasury   Division   should   review   the   amounts   maintained  as 
collateral    for   the  banks    to    the   balances   of   the   accounts   maintained 
at    the  bank. 
Re^poKi6g.:     We  conauA. 
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D.   Contractors  Deposits 

The  Treasury  Division  accepts  securities  from  contractors  nreforming 

state  and  municinal  construction  oroiects  in  view  of  retaina^e  provisions 

in  the  construction  contract.   (18-1-301  6  18-1-202  MCA  1979).   It 

is  not  the  duty  of  the  division  to  determine  the  amount  of  each  denosit 

but  to  hold  the  securities  in  trust. 

Recommendations : 

1.  As   of   June   29,    1979    there  was    $1,250,000    in  bearer   instruments    in 
the    treasurers    possession.      These   securities   were   keot    in    the    file  with 
the   other   contractors    securities  which    is    left   unlocked  next    to  Mike 
Zimmerman's   desk   during   the    day    and  moved   into    the   vault   at   nieht.      We 
recommend    these   securities   be   nlaced    in    the    vault   and   the   access    to 
them  be    controlled. 

Re^ponie:     We  do  not  boJU-O-vz  tkU>  to  be.  a  nfwbtojn.     How(ivzn.,  we  oAe 
not  (xdvdUQ,  to  leaving  thum  -in  the.  vauZt. 

2.  We   recommend    the   Treasurv   Division   establish   methods    of   reviewing 
Mr.    Zimmerman's  work    from   time    to    time   and   that   another   employee  be 
trained   in    this    function. 

ReAjooMQ^:     We  concuA. 

3.  The   SBAS    report    for   contractors    denosit    is    sreatlv    improved  over 
the   prior  year   and    it    is    updated    immediately   upon    receipt   of   changes. 
We    found   that    the   securities  were    recorded   usin?^   two   different   values: 
that    is   either  par  value  or   fair  market   value.      We    recommend    that   one 
value  be   consistently   used. 

We    think   that    the   par  value  would   be  better  since    it   does   not    change 
from  day    to    day;    the   Treasurer   is   holding   the   securities    in    trust;    the 
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Treasurer   is  not   resoonsible    for   the   amount   of   the   denosit    required. 
R&ipon^e:     f'ie  concuA  that  om  value,  ihoatd  be  placed  on  the  6 e.cLifLitLz6 
vlddgzd  to  covtfi  iitntz  contn^cti .     We  w-iZt  have  all  iecmtltU-ii^  at 
pax  on  .*^5AS  -in  the  oAea  of^  contAactofi' 6  fietalnaap.. 

4.  We   recommend   that    the   computer   report   be   changed    to   allow   reporting 
on   a  "by   contractor  basis"   instead   of   a   "by   date  basis".      This  would 

be   especially  helpful  when   a   contractor   is    substituting  securities. 
ReA£on6e-     f''e  do  not  concufi  waMi  thJj)  fiecomrmndatyion .     We  beZleve 
"bij  date  baits"  -Li   the  be^t  method  (^OK  malntatntng  contAol  oven,  the 
depo^-its  of,  fietainaqe.     It  makeA  -it  eai,ij  to  audJJ:  tlie  contAactou 
to  S8AS,   and  aJLdo  it  -ikowi  Mhich  pAojectA  oAe  the  oldest  contAact6 
that  afie  not  leZea&ed  by  the  cuoaAding  ageneii.     Bij  date  boAAJt  ^  atio 
no  problem  on  the  -iabitttuM-on  o{,  i, ecuAitA.eJ> . 

5.  We    found  one    certificate   of   deposit    that  was   not    registered   to 
the   State  of  Montana.      The   certificate  had   indicated   only    the   con- 
tractors  name   and    therefore   could  have   cashed  without    the   State 
releasing   it.      We   recommend   that   the   certificates  be    carefully    checked 
to   insure    that    the   State    is    listed  as   a  party  prior   to    the   issuance 

of   the   letter   to   the   agency   verifing   the   receipt   of   the   security. 
Re^pon^e.:     Thu>  Moi  an  oveAf^-ight  on  ouA  poAt  and  hoi,  been  coKAected. 

E.      Transaction   Dates    on   Collection   Reports 

We    found   during  our   audit    that    the    transaction   date   used  on    collection 

reports    could  be   one   of   three   dates: 

(1)  The   date    the  money  v/as    deposited   in    the  bank  or   in    the   Treasury. 

(2)  The   date   the   agency  prepared    the   report. 

(3)  The   date    the    report  was   processed  by   SBAS . 
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We    recommend   that    the    dates    used   on    the    collection   renorts   be    the 

same    for   all   state   agencies    and   that    the    date   used   corresnond   to   the 

date   of   deposit.      This   would   allow   the   Treasury   Division    to    find   soecific 

amounts    on    the   bank  statements   or   on    the  Treasury   Division   daily   cashier 

reDort  by    ^oing   to    the    date    involved. 

Re^poKi6g:     We  concuA  and  -in  ihz  ^utuAz  tlnz  tAayUi action  daZz  mJit  be 

06  ed. 

F.      Montana  State  University 

Several   problems   were   noted   in   connection  with   deposits    and   collection 
reports    for  Montana  State  University. 

1.      During  our   audit,   we    found    that   Montana   State   University  was 
making  deposits    to   a  non-treasury     bank     account.      Upon   discussions 
with   Department   of  Administration   officials    and   M.S.U.    officials    it 
was    learned   that    the   Department   of  Administration  had   told  M.S.U. 
officials    that    they  would  be    allowed    to    deposit    their   student    fees 
to    a  non-treasury    account    for   three   or   four  days    until    the   money  was 
reconciled.      We    found   that    $1,564,976.33  collected  by   M.S.U.    on 
January    3,    1979  was    deposited    to    the  Treasury    account    as    follows: 

1-24-79  $466,118.11 

1-26-79  568,615.27 

1-26-79  511,501.50 

1-31-79  18,741.45 

The  above  was  substantially  longer  than  3  or  4  davs  and  resulted  in  a 

loss  of  considerable  investment  income  for  the  State.   We  also  noted 

that  money  from  fall  registration  in  the  amount  of  $2,537,486.10  was 

not  deposited  until  October  31,  1979  creating  a  loss  of  at  least  31 

days  of  investment  income  to  the  State. 
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We    recommend    that   Montana  State   University   deposit   directory   to    the 
treasury   account    in    the    future.      We    further   recommend   that   if   the 
Denartment   of  Administration  ever  allows    the   use  of  non-treasury   accounts 
the   Treasury   Division  be    informed  so    they   may  monitor   the   terms    (3 
or   4   days)    and  be   able    to   insure   nroper   collaterization . 
^e^££n4e.:     The.  zncZo&zd  teXtoA  (^ncm  M.S. (J.   Q.xvlcU,ni>  thoJA.  phjoblzm 
iAxLth  dlAtdt  de.ipo6-Lt  and  o^^^e.^  an  alJ:znna.tiv2.  6olLitLon  wlvick  appeaJii 
reasonable.     They  have  agreed  to  notA-f^y  the  tAeasuAer  by  tetephone 
the  balance  In  the  regLitration  cZza/Ung  account.     '1e  mUL  ieefe. 
leg-ldlatlon  to  allow  thU . 

2.  Montana  State   University   changes    its    depository  bank  monthly   and 
last  year   they   often    times    coded   their   collection   reports    to    the 
wrong  bank.      We   recommend   that   Montana  State   University   only   change 
banks   once   a  year  or   if   that   is    impossible    that    they   attempt    to    code 
their   collection   reports   more    accurately. 

ReApome:     We  concuA.     M.S.U.  hoi  agreed  to  code  collection  reports 
more  care{,alty. 

3.  The  program  M.S.U. uses  to  enter  their  deposits  on  SBAS  shows  the 
deposits  to  the  bank  broken  down  into  individual  revenue  categories. 
This  method  makes  it  difficult  to  reconcile  the  bank.   We  recommend 
that  the  program  be  changed  to  reflect  only  total  amount  of  deposit 
for  the  SBAS  demand  account  involved. 

ReApon^e:     '''e  concur.     We  wllZ  InveAtlqate  the  paJSittbiUXy  o{^  preparing 
a  computer  program  to  i>olve  th-Ls  problem. 

4.  At    the  beginning  of    fiscal  year   1979    there  was    as   much   as    a  4   month 
delay   in   M.S.U. 's    submission   of   collection    reports    and    the   deposit 
recording  on   SBAS.      This    appeared    to  be    corrected  by   January   of  1979, 
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but   it    initally   caused   the   Treasury   Division  many  headaches.      We 
recommend   that   collection    reports   be   submitted  on   a   timely  basis. 
Re^pon^e:     f''e  concuA.     Wo   ^uttheA  pAohle.mi  oJiz  antlclocute-d. 
IttXJLfi  iKom  M.5.U.    zndioi>Q.d. 


OaJ)  ^   \^^^W  /jj^I% 


David  Lewis  Vera  S.  Freseman 

Executive  Director  Administrator 

Denartment  of  Administration  Treasurv  Division 
State  Treasurer 
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OFFICE  OF  WE  DlREaOR  OF  ADMI^JISTRATION 


MONTANA   STATE   UNIVERSITY.  BOZEMAN  59717 


October  31,   1979 


Mr.  Dave  Lewis 

Department  of  Administration 
Sam  Mitchell  Building 
Helena,  MT   59601 

Dear  Dave: 


You  have  requested  that  we  respond  to  four  audit  recommendations  concern- 
ing MSU  contained  in  a  recent  Treasury  Division  audit  report.  Following 
are  recaps  of  the  audit  recommendations  and  our  responses  thereto: 

1.  "We  recommend  that  Montana  State  University  deposit  directly 
to  the  treasury  account  in  the  future.  We  further  recommend 
that  if  the  Department  of  Administration  ever  allows  the  use 
of  non-treasury  accounts  the  Treasury  Division  be  informed  so 
they  may  monitor  the  terms  (3  or  4  days)  and  be  able  to  insure 
proper  col  lateralization. "  We  agree  that  our  registration 
receipts  for  autumn  quarter  1978  and  winter  quarter  1979  should 
have  been  cleared  from  the  holding  account  in  a  more  timely 
manner.  However,  it  should  be  noted  that  autumn  quarter  1978 
was  the  first  quarter  we  used  this  method  of  depositing  and 
reconciling  our  registration  receipts.  Our  procedures  are  now 
more  timely  as  evidenced  by  the  following  schedule  for  autumn 
quarter  1979: 


Fees  deposited  to  holding  account 
September  18th  &  19,  1979 

Fees  transmitted  to  State  Treasurer 
September  21,  1979 
September  25,  1979 
October  1,  1979 


$  2,416,317 


$  1,130,774 

1,169,694 

115,849 

$  2,416,317 


In  any  case,  the  alternative  methods  of  accounting  for  registration 
receipts  appear  to  be  much  less  desirable  than  our  current  method. 
Accordingly,  we  suggest  that  we  continue  with  our  present  method 
but  that  Vie  notify  the  State  Treasurer  by  telephone  of  the  balance 
in  registration  clearing  account  so  that  the  money  can  be  invested 
during  the  reconciliation  and  transmittal  process. 

"We  recommend  that  Montana  State  University  only  change  banks  once 
a  year  or  if  that  is  impossible  that  they  attempt  to  code  their 
collection  reports  more  accurately."  We  change  banks  on  a  monthly 
basis  strictly  as  a  concession  to  local  banks  who  are  generous 
supporters  of  MSU.  We  believe  that  the  miscoding  that  occurred  last 


TELEPHONE  (406)994   4361 
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Page  two 

Mr.  Dave  Lewis 


year  was  mainly  the  result  of  the  initial  confusion  existing  when 
we  went  completely  on  SBAS  for  the  first  time  and  that  the  problem 
is  now  corrected. 

3.  "VJe  recommend  that  the  program  be  changed  to  reflect  only  total 
amount  of  deposit  for  the  SBAS  demand  account  involved."  We  have 
always  coded  our  deposits  under  SBAS  procedures  which  provide  for 
the  most  meaningful  accounting  reports.  If  the  State  Treasurer 
is  experiencing  some  difficulty  in  preparing  bank  reconciliations 
because  of  SBAS  accounting  procedures,  we  suggest  that  the  solution 
lies  internally  in  the  Department  of  Administration  and  not  with  us 
when  we  are  only  following  SBAS  procedures.  We  would  be  willing, 
of  course,  to  cooperate  with  the  Department  of  Administration  in 
any  reasonable  way  possible  to  facilitate  the  bank  reconciliation 
process. 

4.  "We  recommend  that  collection  reports  be  submitted  on  a  timely  basis.' 
This  recommendation  seems  to  answer  itself,  inasmuch  as  it  states 
that  the  problem  was  corrected  by  January  1979.  This  problem  was 
also  the  result  of  the  initial  full  implementation  of  SBAS  at  MSU 
last  year. 

We  would  be  pleased  to  discuss  any  of  the  above  with  you  further  and  to  work 
with  your  staff  in  implementing  any  responses  to  the  audit  recommendations. 


Since^rely, 

Thomas  E.  Nopper 

Director  of  Administration 
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